BY LOUIS J, PARADISO AND MABEL A. SMITH

Developments in the Consumer Market

Consumer Buying Highex in 1960
Postwar Annual Growth In Real Consumption Was 314 Percent

Most Service Groups Increasing In Importance

CDN’SUMER expenditures in the
fourth quarter of 1060 incremsed to a
new high after the easing tendency in
the third guerter, For the year s a
whole, consumers bought a record
volume of gonds ond services—S5 parcent
more than in 1959, This incrense in
consumsr demeanid woe an important
eantributing factor in the expansion of
total outpul in 1960—with the rise in
eonsumer expenditures accounting for
three-fourths of the sdvancs in total
GNP. DPurng the first half of 1960,
consumerg jnerensed their spending
consonont with the rise in income nod
product; the slowing down in baying in
the second half had consequential
effects on the current business situation
and nepr-term prospects.

Three bnsic potierne of consurmer
bebavior have become discornible dur-
ing the postwer petiod. First, con-
sumer expenditures have tended to
move in peneral correspondence with
demunds originating in the rest of the
economy—business sod government—
particularly in periods of sustained high
cmployment.

Becond, in the periods of short cyeli-
cal awinga, such as 1063-54 nnd 1957-
88, consumers have ployed an impor-
tant rele in moderating the duration
and magnitude of the dovnturn, thongh
here p distinction must be drawn ba-
tween buying of durabla goode and
other purchesing. In these periods,
total consumer purchases wers main-
tained né relatively high rates, due
portly to the bolsteving eflects of Invger
government transfer payments and
other stabilizers.

Finally, on occnsions consumnsrs have
struck out in no sutonomous fushion,
i.e., independently of the flow of in-

coms or of the coumws of the economy,
but thiz has reflested vnusnal and tem-
porary svents. Examples of svuch ac-
tiong ara the 1980 spending bulge fol-
lowing the outbreak of the Eorean
confliet, and the 1955 epurt in boying
reflecting primarily an unusval response
to the ehanpes in nutomobile dasign.

Since consumers tend nt times b dis.
ploy differsmtic]l behnvior, the shelysis
of the cuorrent expenditura pattarn and
recent: trends ia pertinent at this tima
when businessinen sre exeminiog their
investment programns to satisfy con-
gumer demands, and when conanmers
themselves are considering hudgata for
the period nhaad.

In this srticle we shall depict recent
developments in conswner morkets,
with emphosis on tha underlying differ-
snces in growth between consumption
and other major market secters. Some
attention will be giveo to tha arena of
atability in consumer buying ond to
thozsa whare considerable variation
QCCurs.

Recent changes in consumption

Consurer buying was a major factor
in focilitating the Topid recovery of
business from the 1958 receseion low.
From tho first quarter of that year to
the second quarter of 1960, when the
GNP was ot 5 penk rets, consumption
axpenditures necounted for nearly thres-
fiftha of the 17-percent ineroase in
GNP, The relalive in¢reasa in con-
sumption expenditures over this period
wna commensurate with that of dis-
poasbie personal ineoma.

The following chart ghowe the par-
tisipation of the mojor axpenditure
groups ip the advinca. In the cass of
antomobiles and parts—the catepory of

expenditures whick dropped most
sharply in tha 1958 recession—the rise
was rapid through mid-1050, after
which puwrchases tended to fluctuate
around a constant level.

Sines the middls of 1060, conzumer
damnnd has tended to Ing somewhat,
snd ootlays for somoe proups of poods
have shoewn mildly deelining tendancias.
Oon the other hond, expsnditures for
most services bave continued upword.

The sluggishness in goods demand
haz reflected: {1} the recent decling in
nonlorm smployment, and s laveling-of
tendeney in the incoms flow, sansonally
adjusted, mostly associated with re-
duced netivity in the manuincturing of
durable goodae: and (2) consumer hogi-
totiocn with respect te purchases of
durable goods generally, oz furniture
and oppliance demand was nffected by
reduced heousing activity, whila tha
new et market lnclzed vigor.

Consumer expendicires for tha fourih
quarter of 1960 a5 a whola incransed
frorm the third gquacter, but during tha
final 2 monshe of last year purchases of
gooda dropped off, Sales nt nll retail
storee in MNovember and December
were reduced (rom the high sensonslly
adjusted October rate, with sales by
dureble goods stores in particulor being
lower.

Marked shifts in spending

‘While the easing of eonsvrmer demand
affects the surrent prospects for eales
pnd profits, the longer run choanging
pattorn of consumer expenditures is o
lactor which businessmen consider in
plons to expand focilities and to make
timely moves to baild appropriste types
of plont and equipment.
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Consumer expenditures in 1060 repre-
sonted a record high m both dollar and
ron] terms. About 47 perosnt of the
totnl conzsted of purchasez of non-
durable goeds such as food and clothing,
ancther 40 percont was spent  for
sorvices of all types, and the remaining
13 perecent went for durable goods.

As the chari on page 15 shows, ahout
kolf of totnl expanditures were for the
food, tobeceo, clothing, and shelter
groups. While many items in thesa
groups are so-colled “necessitous,” nev-
crtheless this proporiion ahould not be
interpreted ws the share required for
living. Obviously Lhere are many goods
included in this total which ars noé ot
all necassities and, indeed, ooy be con-
sidered luxuries. On the other hond,
soma items in the other sroups of ex-
penditures sre quile necessary in gvery-
doy living—such as many uidlities and
the use of o car.

It moy also be noted that one-fourth
of all purchases were for boveing and
houacliold operation services and for
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furniture, furnishings, and equipient—
catepories nssovinted with the heowme.
Transportation (including automobiles
and gneoline) tool nbout one-gighth of
the econzumer doflor,

SRifts in market ahores

The pattera of expenditures in 1960

represents o shilt from that of 19485,
when the economy hed once again
reached high ratea of civilisn employ-
ment and output following the conver-
sion from wartime operntions. In that
yoor—when the cxpenditure pabiern
had not na yet returned to “normal”—
consumers channeled 55 percent of
their total axpenditures inte nondura-
ble goods, o lergar proportion than in
1960; the services absarbed o mruch
smnller proportion then in G0—352
pereent; and abous the sawrme propor-
tion, 13 percent, wes spant on durable
goods.

Congumers have changed their ways
of spending in the pasi dozen years,

RECENT PATTERN OF CONSUMER EXPENDITURES
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although to a partienfar iamily or from
one year to the next the chanpe may
not be readily disearnible. Within the
broad totnls of durablea, nondurables,
nnd services, mony groupa have gnined
in impartanes in the consnmer bodget
gince 1948, while others have become
relatively loss popular or less nocessiry.
Thess tendenciez are shown in the chart

on page 16.

Increases in market

The proups which show upwoard
shifts, increasing in impertance, com-
prized Lall of the total expendibures
lnet year, wherans in 1948 the sama
groupe comprised two-fifths of the
total, Thess entegories inelnds im-
portant comnmedities a2 well na serviess.

Housing expenditurcs hawe shiftad
apwards in importsnse hoth in doller
and real terms. In 1948 thesa expandi-
tures, including rvents, ecost of hotel
accommadations, and payments [or
ather types of shelter, comprised 10
porcent of the total consumaer budget;
by 1930 the proportion had risen to 13
percent.  Although the percentage rise
may appear small, in dellar terms the
incroase nmountad to 25 billion.

The higher proportion of the con-

-gumer dollar epent currently on housing

has been in part dus to o considarabla
advance from the relabively low rants—
many still eontrolled-—which pravailed
in the early postwar years and bo the
merensing * popularity of home owner-
ship. From 1948 to 1960, rentz in-
preased by two-fifths, while the totnd
eohsumer price index rose by nearly o
fourth; home ownerskip advaneed by
two-thirds, or 13 million units, in this
period. : e

Hounzehold opsrafion expenditures,
which are closely related to thoss for
housing, nlzo hnve moved upwerd in
relation to the total since 1942, and by
about the same percentage as housing.
Within the household operation totul,
the current propoctions are higher than
in 1848 for clectricity, gas, water, and
telephone services, In contrest, do-
mestic service expendibures have de-
clined in importance as other job
opportunities inve becoms incransingly
available and more attractive.

Another sizable upward shilt in im-
portansa has seemrs] in the misselln-
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neous selvies pronp which includes
medical care ond personal business.
Medical care expenditures, covering in
addition to doctors’ bills such items ns
hospitalization fees and health msuor-
nnce payments, incrensed from 4 per-
cent of total axpenditures in 1948 to 5
percent in 1960. Dominent influsnces
in this Tise bnve been the substnolial
advances in medical costs wnd the in-
creazing uee of medical facilities by &
lmger percentage of the pepulation.
This relative pain in demand Lias reflect-
od not only the increasing prospexity
experienced during the poetwar period
but niso the launching of new medicnl
products, the development of new
techniques including medical insurance,
and the increnzing public knowledge of
the vast benefita to be derived from
these improved services. In the per-
sonal business expenditure category, the
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shara of which ineransed from 4 porcent
in 1948 to 8 percent in 1980, relntively
larger nonounta are currently going for
such items ss life insurance {measured
net of claims paid} snd interezt on
personal debt.

Basides these sarviees, & number of
sommodity groupe have aleo increased
in importance; thess inelude automoe-
hilea nnd paris, gaeoline and i, and the
niecellaneous durable goods group.

Automaobile share

New cor enles in 1080 totalad &.6 mil-
Hon, of which ¥ million were imports.
This volume han bean axceedod only by
the 7% million in 19055, and compares
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with o total of 8.1 million cors in 1959.
The indusiry actually produced consid-
erably mora than it sold in 1960, with
the difference heing reflected in Inrge
accumulatione of inventories held by
car denlers over the yenr. The con-
sumer pordion of new ecar purchases,
token togsther with wsed car markups
and sutomohile parts, aceounted for 6%
percent of the consumer budget in 1960
compored to 4 percent in 1948, This
ratio, however, has displayed » most
irregular pattern renching as high ns 7
percent in 1955. In the 195758 recas-
sion the proportion dropped from a high
of more than & percent to 4% percent.

As indiented earlier, the fluctuntions
in tha relative amounts spend by con-
sumers on sutos and patis arise from
the extraordinary swings of these ox-
penditures in recession and recovery
periods, and from the 1950 and 1955
buying spurts. In wiew of thiz experi-
ence, it is npparent that the longer run
factors which influence automaobile da-
mand are not ondy numerous snd som-
plex, but tend to vary in their impor-
tance fram time to time. In eddition to
the lenger run factors, short-run in-
fluences—such as changes in incoms
flows, car prices, credit terms, wenther,
ongd styles—are critical in determining
the volume of sales and profits of auto-
mobile dealers.

Gazoline and oi] aceounted for 2%
percent of total spending in 1948 and
3% percant in 1960, with tbis ratio
showing little changs in the past 4
yenrs. The rise sinee 1048 hos been
nssociated with the rapid expansion in
motor vehicle usgge. In that earlier
year, regstrations of pnasenger cars
totaled 33 million oand this total
mounted o 61 million by 1980,

Tha emnll rise in the relative pur-
chnses of items in the mizcellansous
durables group is due to modarate m-
srenses in outlaye for such eategmies aa
wheal goods, durable toys, sport equip-
ment, boats, and pleasure aireralt. The
rise in the sxpendituic proportion [or
these iz largely a teflaction of the in-
eome growth and inereased leisure time
which acerved to individuals during the
postwor period. Within the miscel-
laneous nondurable goods group, ex-
penditures for Jdropz gained in impor-
tanen, showing 4 velative incresse sinee
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1048 somewhat grenter then that for
medical care services. The proportien
for the toinl muacellancous nondursble
goods group wns only slightly bigher,
Lowever, due to & decrease in the rela-
five amount spent for Muel.

Losses in market. shares

Other major groups of consumer ex-
penditures have shown expending sales,
but & declining tendency in relation to
the total market in the postwar permd
Theso mclude the ﬁnmmndlt-:.r gmups
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food wnd bevernges, tobacco, clothing
snd sboes, and furniture, furnishings
and equipment, and the transportation,
recreation, snd personal service groups.
In 1980, nggregate oxpenditures for
these growps, which have lost relativaly,
smuounted to 3160 balhon, comprising
shout lnlf of total consumer putlays.
In 1948, theae same groups bad ne-
aounted {or 60 percent of the total con-
sumer budget. The shift occurred in
both current and constant dollar tarms.

The food and beverago group, which
Inad been fovered during the war peried,
declined [ronm more than 30 cents out of
the conzumer dollar in 1948 Lo 25 conis
by 1060, However, the actual dollar
outlays for thess items, amounting to
more then 380 billion in 1660, were
nbout 45 parcent above 1948; thia rize
compares ‘with the incroass in total
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personal consumption expenditurcs of
8% pereent over the same peviod. The
lower proportion for foed is only in pavt
asgcounted for by the sialler price ad-
vance in foods than in other constmp-
tion iterms.

O a par capita hasis, real purchages
of food and beverages by consumers
wers goimnewhat higher in 1980 than in
1948, implying that the rate of increase
in total food purchnses was only n little
more than population growth.  Nevar.
theless, az ia well known, the quality of
many [oods and the services associnted
with their marketing hove improved
substantially and theze developments
are only in part reflected in tho data.

The next major group showing n
smaller tnke of the tetal consumer
market in 1980 than a dozen yaars ago
13 clothing and shoes. Although cloth-
ing purchases Lave been on &n uptrend
in the postwar period, the growth rate
has been somewhat smaller than thnt
far total consumptien expenditures.
The relative reduciion in this market
reflects in part chianges in the pattern
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of living, with incressing emphasis on
caeual wear, Apparently oll cntegories
of npparel have declined in relative
importance, with the most pronsunced
drop gcourring in women's and chil-
dron’s wear. In resl terms, the decline
in tho ratic hog boen eomnowhat less
because npparel prices have risen mueh
foss than overall eonsumer prices.

Expenditures for furniture and house-
hold eqaipment in 1960 weres also balow
19458 when relatad to totn] expenditurss.
Since priees of these items wera only
glightly higher in 19680 in contraat to
the sizable increase in total eonstmer
prices, in resl terms the *amount”
bought relative to nll purchaaes was
about the same in 1960 a3 in the earlier
postAY yeal '

Within the group, the furnituve pro.
portion of the total consumer budgei
wns about the satne in 1960 #& in 1948.
However, the ratics for kitchen and
other houschold applinnees, and for
chinn, glassware, and tabl=ware have
declined. In contrast, axpencditures for
mdios, tolevision sets, phonographs,

POSTWAR SHIFTS N COMSUMER MARKETS
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records nnd musical instruments wers
up somewhat from 1948 relative te
total spanding. This goin reflecis the
recent upsurge in (he populsrity of
many of these tema under conditions
of expanding incomes.

Boms important groupe of services
have also lest in the competition for the
consumer dollar. In ihe coss of trans-
portation the 1960 proportion was
below that of 1948 TPurchased loea]
and intercity tronsportation services in
particular have shown substantiol de-
elinea velative to all expendibires,
mostly duz to the inroads made by
phEsanger cara,

Parsonal serviees, with the excoption
of those at barbershops and hesuty
parlors, declined relntive to all other
purchnses, ag the lamdering, cleaning,
and repair of elothing and shoes by
gervice establishments have progres-
sively been displaced by the increasing
use of liomé eguipment and of wagh-
and-wenr and deip-dry arcticles,  Fi-
nally, recreational servica expendiiures
currentty comprise a smaller portion ef
the eonsumer budget. Admissions bo
spectator amusements, particularly
movies, nve deciined relative to total
spending, with the prowing emphasis
on bobbies and other home entortein-
ment.

In summary, while expenditures for
goods ns o whole hove not kept poce
with services relative to the fotal ex-
penditure budped, navertheless shilts in
consumer <hoicea have resulted in
mixed tendenciee within these broad

Eroups.

Postzvgr growth of real consumption
has been 314 percent per year

Despite shifts in preferances among
various types of goods and servicss,
total consumer putchases in resl tarms
have grown at a ralatively stable rate
of 3% percent per yenr in the period
from 1948 to 1860. The chart on page
17 ‘shows for the postwar years real
gonsumption expenditures nlong with
the other major groups of final pue-
chazes in the economy.

The sggregate of all final purchases
when combined with the chapgs in
business inventories resvlis in the total
antional outpot or grose netinnal prod-
wet. Real GNP and final purchases
hove nlso grown at the rate of 3% per-
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cent per year over the entire period
1848 to 19680, The sharp rise in Federal
Government purcheses of poods and
gorvices during the period of the Korean
confliet wis i factor in the somewhsi
Yerger sonunl rate of inéresse in total
real GNP in the period prior ke 1943,

Two basic charpoteriatics of each of
the major groups are evident from the
chart-——ths growth trend ond the sjze
of the Buctuniions nround the trend.
It iz evident that resl eonsumer pur-
chazes have increased rather stendily
aod bave shown less pronsunced fluctu-
ations thet the other major groups.
There srs & number of reasons for this.
Mooy of tha components of consumer
domand are divectly relnted to populn-
tion grawih, and hanea tend bo neranss
glowly and in o regular fnshion.

More mmportontly, in the postwar
periods of eyolieal pwings, the income
lIosaees necompanyng raductions in om-
ployment are, to o considernbls extent,
offact by supplementary pajents such
ns inereased unemployment eonipenss-
tion and old-age retirement benefits.
In addition, the progressive fenture of
our personnl incoma tax acts to moder-
ate the decline in spendable income.
These affects nre brougit out for the
three poatwar recessions in table 1.

The decline in income ariing From
turront  production—personal incoma
loes trepsfer poyments which consist
mainly of 2ocisl insurance benefils,
including vhamployment sompensation,
und payments to veterane—was fnirly
sharp in ench of the thres recsssions.
The drop in personal income, howavar,
wae coneidarably less dus to higher
transfar payments. Finally, incoms
nfter tha payment of persopnal taxes
showed an even lesser decline in both
the 194840 and the 1957-58% pertods,
whila in the 1953-54 period it actuslly
inereaged, 'Tlis movemend in the dis-
posable persona] income is reflected in
correspondingly similar changes in total
peraonnd consumption expenditures.

Within the consumer sxpenditurs
total which, ss indicated above, has
shown o growih rote io real terms of
3¥% percent per year, the durabls goods
sogment has ingreased ab an avernge
anmusl rata of 4 percent, while the
growth of the nondurable goods nod
service groups combined hos been a

57T —Al—p
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little slower—8% percent. Moreover,
flactuvations mround the trend of the
darable goods purchoses heve beon
sizable and irreguler. The wvorage
annual deviatisn of the astual purchases
Froxn trend values wns. 6 perovnt, vary-
ing from 124 percent in 1955 to —0
percent in 1058, This ic an aves of
congidevable variability in the sconomy,
with buying of sutomobiles baing espo-
cially wvolatile. Om the other hand,
flustustions around the trend of pur-
chages of nondurable poads and servicss
havs bean much more limitad—averag-
ing less than I percent.

Trends of other final purchases

The major groups of finel purchages
other ther eonsumption have shown
sirikingly divergent long-ferm trends.
The prowth in renl expenditures on
plant gnd equipment bas bean the
smallest af all the major sactors shown
on the chart—avaraging 1¥ percent per
vear; however, thia group has disployed
wide devigtions from the trend—5
pereeni: o4 the gverage in the 12-year
period 1948-60. Changes in invest-
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ment programs from gne poriod to the
next prising from sltered supply-demand
relations end from other factors have
eontributad much to the instability in
thia area in the postwar pariod.

Real expenditurss for residentinl
construction hove tended sherply wp-
ward since the war, whish onded with o
big backlog of demand. The lows and
highs of the swings in these purchases
havs not conformed in timing to the
eyeles apparent in the other groups of
final private purchases,  Also, the
relative fustuntions have been guits
extreme—the deviations from trend
overaging 73 percant.

Government purchases in real terms
hava nlso risen reflecting principally
tha incrensed services required by o
prowing population ond needs {or
nationnl delense,  Expenditurea by
State and loenl bodies in parcicular
are gearad %o populstion growth. In
the last & years, real purchases by the
Fedoral Government bave shown rela-
tively small chonges around levels
considerably below these prevailing
in the Korean peviod. State and local

POSTWAR TRENDS OF FINAL PURCHASES
BY COMNSUMERS, BUSIMESS, AND GOVERNMENT
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purchases, on tho other hend, econ-
tinued their steady rise,

Finally, exports snd imports sepon-
ratcly, mensured in real terms, have
shown strong uptrends of reughly the
same riafe during the postwnr paricd.
Only the net value of these tranasetions
12 inclnded in GNP, e, exports less
imports, and this difference though
moving widely in short periods shows
no longsun upward or downward
tendeney. ;

Thus, the prowth rates of the separvate
broad markets comprising the GNP
have varied widely from 1% percont ine-
crease per yenr for plant and equipment
cxpanditures to 5 pavcent for govern-
ment (eonsidaring the entire period from
1945 to 1960). Table 2 shows theee
growth rates for mnjor components of
GNF and the avernge percentage davi-
aticns from the growth frends,

Differentinl growth among purchuse
tines

As might be sxpected, the postwor
growth rate of tetsl consumption s the
resultant of o sombination of widaly
diffarent tendsncies amaony ths compo-
nent groups. Hers again, tha focus will
ba on tha rate of growth and the dagree
of departure from troend.®

In renl terms the growth rates of the
major consumar expenditura proups
shown in the accompanying chart have
variad [rom 6% percent per year for the
group of items consisting of wheel goods,
jewalry, books, ond miscellaneous dur-
ables to less than 1 pereant for recren-
tion and for persensl serviees, In the
categories within the major groups, the
long-term change has varied from a
nte of growth averaging & pereent per
year for wheel goods and sport equip-
meni—a component of the fastest grow-
ing sroup—to Ln averape decline of
& percent per year for kocal strectcar
and bus tron=partetion.

The chact shows that the groups
which have incrensed more rapidly than
total expenditures include all types of
itema—durables, noodurables, ood serv-
ices. Io addition to the rniscelianeous

1. Thiy i mensurod by svoragiog tho abecluls vahws of
tha porcentoge diforoaces bobmean nciam] urchoses ood the
eofraponding trand walaes for e 19340 perid.

%, Tt shoald bo poted Lot Ehls seathon viowa the poatoar
dlovekepiaents I aapendHsirss (e 4 s cwiul o[ Tengak bk
Telnted atawdpdot (han Kt preootod sariler, whon mholive

Lty o axpandlture were colofared for iwa Ywaes,
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SURVEY OF CUBRENT BUSINESS

durable goods group noted above, rela-
tively lmge growth rates over the post-
war pericd have charactevized pur-
chases of housing, honselold oparation,
medical care, gasoline and »il, and
drugs—cntagories  largely  sesocinted
with the maintenance of heslth and the
ntilization and servicing of eonsumey
durables. In combination, these fnstay-
than-avernge moving groups have
ehown a rate of growth of 5 percent par
year.

On the other hand, groups which

REAL CONSUMER EXPENDITURES

Postwar Growih Ratas Hows Varled
Widely Amang Major Groves

Peroand
k4 1
Daprone sl Ruka
g-40

m"“'l""‘u"h.ﬂl
B ML Dirabire

Houprimsbd CQparoding

Nkl Corn B
e Gurviom

Gowaling o ¥
LT

Qrugd, Fual B
UEge. Handwrabine
TOTAL EMPENDI TGS
drcim il B Parta ™
Pty & Hipeif plesid
1L g P

Ciaikbng B Bhamr

Fund B Brurap

Tabagen® -
Eamicwney v Wivid Fehsl APy
LU B

Aromalfen
Panasal deiv[on

a A

"Gavea on i3 TPEeer waredd - ge
Hahe GrerdD orber B Y e R e i

U, & Deggrmarn of Commercy, Cfice y Brdnmy Ecommia 1=

have grown at slower rates than totel
outlays include food and bevernges,
tebacce, clothing and shoea, recreation,
tronsportation, and personal services,
all of which reflect to a larpe degres
ingreased demands stemming frem
population growth, which in the post 12
yoears has been ot an overnge annual
Tate of 1.7 percent. Actually the three
service groups hove incressed ot &
losmor rate than thet of population.
The apgpregato of all the major groups
growing mors alowly than total cutlays
shows an avernga rats of growth of 2
percent per year.

Of added interest iz the faet that

Jommary 1991

there is considerable varinbility among
the groups indicated in tha short-term
flectuations about the prowth trands.
Thiz iz shown in table 3 where the aver-
age percentage deviations {rom the
postwar trends ave indicated for ihe
roajor groups of real covsumption ex-
penditures, Largest departures from
trends characterize durabls poods pur-
chages which are very sensitive to
choopes in incoms and employment.
Many nondurahia goods snd zervice
itoma, on the othar hand, sre bought an
a relatively steady and regular bagis
and display only small fAuestuetions
about the gprowth tendencies.

Stability of Consumer Expend.-
itares in Relation to Income

Two types of relations are presentad
for the postwar years—ihe ratio of eon-
somer spending to income and a eom-
parison of consuiner purchinzes with
those by businesa snd povernment
cornbined. .

Consmar buying in total tends to be
closaly geared to tha flow of incomn,
which in turn ia in part a function of
autonomous conswner action-ond mors
importantly of business investment and
governinent. purchases, In the past
decnde, consumer expenditures have
flustuatad within tha fairly narrow
range of 92 to 93 percent of spendable
income ({persoonl income less ifaxea),
TLe 1ntios were smnewhat higher in the
aprlier postwer years dus to efforis of
consumers to sotlsly their wartiime
pent-up demands, production dister-
tions, and price controls, and in 1050
and 1955, dua to the special influences
of military expendituxres and prospects
in the former year oand of unususl
cyelicol factors in the latter.

An gxpmination of quarterly move-
ments sugpests that significant shilts in
the spending-incomne ratio, particularly
in periods of coyclieal swings, usually
bava heoen associated with changes in
buying of durable poods, expecially
nutomobiles. When purehasing of du-
rables decrenses significantly, the apsnd-
ing-income Tetic iends to decline, and
vice veran. For example, in the third
quarter of last year, consumars reduced
their purchases of awtomobiles from
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the second quarter rate; accompanying
thiz development tha proportion of
gpending to income dropped by more
than 1 peresntoge point; in the fourth
gquarter, automobile buying was in-
creased and the ratic rose by about 1
perasntage point. Now aute buying is
declining once mora,

Tahlo 2—FPostwar Growth Rates and Aver-
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Changes in outlays by business snd
povarnument affect the fow of incoma
and consumey buying, and fluctuations
in consumer demand in turn reack upon
other types of purchnees.

SURVEY OF CUORRENT BUSINESS

In 1059 and 1960 the ratio of econ-
gumar expenditures to total business
and government purchasez (GNP less
consumer expenditures) was ahout 1.9,
In the past 10 years this proportion hns
voried within a rather nerrow range,
and in faet in periods of hiph employ-
mant and production, it hes besn re-
mirkebly etable, Thus, in each of the
Fears 1951, 1852, and 1953, consumer
expenditures were about 1.75 Hmas ns
large aa the reet of GNP. Apain, in
each of the prosperous years 1965, 1956,
and 1957, the proportion etahilized at
1.8, cloas to that of the preceding high
employment years.

In years of dewnturn, on tha gthar
hend, eonsumer purcshases hove tended
to hald up better than purchases by
other monps—they are less cyclically
sensiive—and ps & result the ratio has
risen in such pericdz. Thiz is illus-
trated by the recession yenrs 1954 and
1933 whan the ratio incrensed o 1.9
and 1.86, respaciively.

The forepoing comparisons suggest
that congumers “nocrnelly™ tend to
apetid n constent proporilon of their
income ofter taxes and deviate sigaifi-
contly [rom thia relation only in special
sifuniions such na in pariods of adversa
husiness conditions and when they
find it advantegesus, for one resssn or
another, (¢ modifiy thelr pottern of

1%

Tobla 3—ostwar Growth Naves aml Aver-
oge Deviationa From Tromd of Mojor
Groups of Beal Conssmplion Expendi-
turng
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purchnses of goods, particulaly the
durables, Moreover, consumer pur-
chases are to & degree linked to demonda
originating elsewhera in the economy,
althongh from time to time, az o result
of special iafluences, consumer spead-
ing departs from this reletion.
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